DECEMBER 1961 VOLUME NUMBER 


She Executive 


THE DIGEST CURRENT LITERATURE FOR TOP MANAGEMENT 


| 


She Executive 


Publisher 


DONALD CLARK 


Editor 


WILLIAM FALCON 


Editorial Assistants 


COHEN 


Business Manager 


DONALD WATSON 


Assistant Business Manager 


TERRY 


Published monthly Baker 
Library, Harvard University 

Graduate School Business 

Administration 


Advisory Board 
ALLEN 
MARVIN BOWER 
PAUL COFFMAN 
GRAHAM 
HANLEY 
LARSEN 
Joun 
EDMUND 


NATHANIEL 


Dean the Graduate School 
Business Administration 


STANLEY TEELE 


THE PURPOSE The Executive serve top management each 
month screening, selecting and summarizing the words and 
style the original—those books, pamphlets, speeches and period- 
ical articles special significance pertaining current issues 
problems confronting the busy executive the fields business, 
politics, sociology and economics. 

Because The Executive able utilize the full resources 
Harvard’s Baker Library, which offers the world’s largest collection 
business literature, special effort can effectively directed 
towards presenting each issue abstracts derived from sources 
which not ordinarily come the attention the businessman. 

The abstracts The Executive represent statements the 
authors and not necessarily express the opinions the ab- 
stractors the editorial staff. 

The Executive welcomes suggestions. hope you will tell 
about readings which you have found helpful. 


Address all communications The Executive, Room 324, Baker Li- 
brary, Soldiers Field, Boston 63, Mass. Subscription $6.00 per 
year, $0.60 per copy United States, Canada and Pan-American Postal 
$7.00 per year, $0.70 per copy elsewhere. 


Copyright, 1961, the President and Fellows Harvard College. 
Original material from which abstracts are derived should regarded 
copyrighted. 


Second class postage paid Boston, Massachusetts, and additional 
mailing offices. Printed Capital City Press, Montpelier, Vermont. 


} 


CHRISTMAS GIFT ORDER FORM 
Special Christmas Gift Rates 


Gxecutive 


OWN ONE-YEAR RENEWAL FIRST GIFT: $6.00. ADDITIONAL 
ONE-YEAR SUBSCRIPTIONS: $5.00. THREE-YEAR SUBSCRIPTION: 
OUTSIDE U.S., CANADA, PAN AMERICAN POSTAL UNION, 
$1.00 FOR EACH YEAR. UNLESS DIRECTED OTHERWISE, SUB- 
BEGINS JANUARY 1962. 


Please enter the following gift subscriptions. 
Enter them 1-year 3-year subscriptions. 


NAME: 


STREET (COMPANY HOME ADDRESS) 


CITY, ZONE, STATE 


Send gift card and sign: 


STREET (COMPANY HOME ADDRESS) 


CITY, ZONE, STATE 


Send gift card and sign: 


STREET (COMPAN Y OR HOME ADDRESS) 


CITY, ZONE, STATE 


Send gift card and sign: 


NAME: 


STREET (COMPANY OR HOME ADDRESS) 


CITY, ZONE, STATE 
Send gift card and sign: 


SEND 
THE EXECUTIVE 
YEAR-ROUND GIFT 
TO: 
Business and personal 
Key company customers. 
Company and university libraries. 
Participants management 
development programs. 


Supply and Administrative 
Officers the Armed Forces. 


Send bill to: 


NAME 


ADDRESS 


CITY, ZONE, STATE 


You may also enter own [new 
renewal subscription part this 


years. 


(Renewals begin when present subscription 
expires.) 


Prices ONLY WHEN ALL Your Girts ARE THE SAME TIME 


} 
4 
or 
of 
NAME: 
k 


Postage 


Will Paid 


BUSINESS REPLY MAIL 


First Class Permit No. 33978, Sec. 34.9, R., Boston, Mass. 


ro 
Executive 

HARVARD UNIVERSITY 

Graduate School Business Administration 
Soldiers Field 

Boston 63, Massachusetts 


Postage Stamp 
Necessary 


United States 


1961 


and Pamphlets 


Molders the Modern Mind 
ROBERT DOWNS 

Workable Competition and Antitrust Policy 
GEORGE STOCKING 

Management Information Systems and the Computer 
JAMES GALLAGHER 

Deterrence and Defense 
GLENN SNYDER 

Job Strategy 
ALLAN ROOD 


scientific management has 
profoundly influenced twentieth- 
century industrial development. 


Outlawing concerted action 
restrict competition more 
certain guide business 
behavior than setting 
principle workable 
competition. 


The major effect data 
processing and related business- 
systems techniques 
management functions 
facilitate the decision-making 
process. 


The urgency civil defense 
depends the presumed 
effectiveness our deterrence. 


the process getting ready 
for effective placement has been 
useful younger men finding 
and changing jobs, might not 
prove useful career planning 
device for those who are staying 
put? 


Now It’s ‘Experimental Marketing’ 


definition and discussion 
the major functions 
experimental marketing. 


| 


White House Studies Changes Business Role 
JOHN CORSON 


McClellan Aims ‘No Strike’ Bill Teamsters 
JAMES HOFFA 


Executive Succession Small Companies 
DONALD TROW 


Budgeting Models and System Simulation 
RICHARD MATTESSICH 


World Business 


Some Legal Aspects Computer Use Business and Industry 
ROY FREED 


Some Reflections Latin America’s “Common Market” 
ERNEST FEDER 


Special 


There have been three recent 
actions Washington which 
promise change the 
relationship between 
government and business firms 
doing government 


Hoffa’s view the alleged 
GET HOFFA 


are the principal reasons 
for lack planning small 
companies? 


More and more accountants 
realize that soon they will 
working highly 
mathematical atmosphere. 


Major topics the International 
Industrial Conference included 
strengthening private enterprise 
and the development better 
managers. 


EDP devices can either the 
cause accidents or, under 
other circumstances, the means 
prevent them. 


Instead improving living 
conditions, common market 
might become tool for freezing 
economic and social structure. 


This May Interest You 
THE EDITOR 


Two speeches: decision-making 
the Federal Reserve; 
business ethics. 


and Pamphlets 


WILLIAM noted psychologist, once asked, “... how can men 
their most useful pitch energy?” Finding answer 
this question occupied most the active career Frederick Winslow 
Taylor, Scientific Management.” The findings are reported 
Taylor’s Principles Scientific Management (New York: Harper, 
1911. pp-) and numerous other writings. 

During Taylor’s lifetime (1856-1915), American industry had grown 
from small pioneering units consolidated, nationwide combinations. 
Conflicts between organized capital one hand and organized labor 
the other were increasingly acute. Despite vast industrial expansion 
and accompanying great wealth, the manual worker’s position was little 
improved. 

Taylor’s intimate firsthand acquaintance with industrial processes 
was invaluable asset him formulating scientific principles 
management virgin area when began. young man, entered 
the Midvale Steel Works, and with his promotion foreman Taylor 
began the first thousands experiments designed increase the 
workers’ efficiency. His methods were sufficiently successful for him 
asked introduce them into the Bethlehem Steel Company opera- 
tions. 

Taylor’s guiding rule, stated him, was: “When starting ex- 
periment any field question everything, question the very foundation 
upon which the art rests, question the simplest, the most self-evident, 
the most universally accepted facts; prove everything.” 

Drawing his experience and experiments the Midvale Steel 
Works and Bethlehem Steel Company and consultant for many 
corporations, Taylor developed formula that industrial engineers 
have continued follow: first, specify given task (there should 
room for misunderstanding the worker the results expected 
him, determined analysis the sequence operations through 
which the whole job must pass); second, allow definite time deter- 
mined stopwatch time study from standard data; third, prescribe 
method for the worker follow performing his operation. 

guarantee high wages for workers and profit for employers, 
essential, argued, determine exactly possible just how 
much the average man ought able accomplish under given con- 
ditions. Workmen who perform above the average their class should 
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receive higher rate pay, while the workman who does less than the 
average should dropped. The maximum industrial production can 
achieved finding out, split second, the best time for eve 
operation and the ideal speed for each machine for each kind work, 
and then base standards for fair day’s work, timetables, and pay rates 
mathematical formulas developed therefrom. Taylor recognized that 
production complex tools, machinery, materials, power, 
skills, and managerial direction and that all these factors must taken 
into account the science management. 

several occasions, Taylor attempted define the term 
The following appears his 1911 work: “Scientific 
management, its essence, consists certain philosophy, which re. 
sults combination four great underlying principles manage. 
ment: First, the development true science. Second, the scientific 
selection workmen. Third, their education and development. Fourth, 
intimate friendly cooperation between the management and the men.” 

Historians business and industry are agreed that the Taylor system, 
now spread throughout the world, has profoundly influenced twentieth- 
century industrial development. 
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THE OUTSET may helpful state succinctly can the con- 
cept workable competition. Both pure competition and pure monop- 
oly are neoclassical conceptions. They are both abstractions. Pure 
competition reflects the absence all monopoly power; pure monopoly, 
the absence all competition except competition for the 
dollar. Since neither pure competition nor pure monopoly desirable 
attainable, private enterprise economy must get along with 
acceptable compromise. Workable competition term economists 
give that rather ill-defined market situation that socially accept- 
able. Personal judgments obviously enter into the evaluation any 
competitive arrangement when judged the standard workable 
competition. But economists have indicated what look for making 
judgments. They regard industrial structure, business conduct, and 
business performance relevant. Industrial structure significant 
judging the degree monopoly power. Business 
whether businessmen are engaging practices detrimental competi- 
tion. Industrial performance ill-defined, but some economists believe 
useful determining the social acceptability market arrange- 
ments. Economists differ the emphasis they would give these three 
criteria, but most would acknowledge the relevance each. 

Edward Mason 1937 article Law and Eco- 
nomics” recognized that, using the monopoly concept tool 


= 


analysis, economists will find clear-cut dichotomy monopoly and 
competition. pointed out that nearly all market situations contain 
elements both competition and monopoly; nevertheless, they should 
not condemned wholesale. While Mason apparently recognized the 
significance structure competition, also regarded performance 
important test the social acceptability market arrangements. 

Three years later, John Clark gave name and more specific 
content the concept workable competition. him, the best 
market arrangements practically achievable under private enter- 
prise system, and good enough. His workable competition called 
for sufficient number sellers selling substantially the same product 
serve check monopolistic exploitation. the policy im- 
plications his analysis, Clark expressed the hope “that government 
need not assume the burden doing something about every departure 
from the model perfect competition.” 

Writing 1949, Clark weighed the usefulness industry’s struc- 
tural characteristics against its performance determining its compet- 
itive workability and concluded that the one test should supplement 
the other. But recognized the limitations both. About them 
said, “The relative importance assigned the objective estab- 
lishing appropriate market limitations the scope action firms 
against the objective encouraging efficient performance the use 
economic resources doubt presents serious difficulties. seems 
probable that individual judgments will always influenced some 
extent ideological 

Mason argued that selecting cases the enforcement agencies should 
not ask whether they can win the case but what difference will make. 
This “clearly involved consideration whether different structure 
existing structure and practices.” This the essence the economists’ 
concept workability. 

Jesse Markham developed this idea further his 1950 article, 
“An Alternative Approach the Concept Workable Competition,” 
where concluded: industry may judged workably com- 
petitive when, after the structural characteristics its market and the 
dynamic forces that shaped them have been thoroughly examined, there 
isno clearly indicated change that can effected through public policy 
measures that would result greater social gains than social losses.” 
1954 stated, “Both its advocates and critics would agree that the 
concept workable competition, its necessary equivalent, has not 
yet been formally developed the point where can usefully in- 
corporated into the law itself.” 

While economists were thus viewing with commendable skepticism 


(5) 


in 


(6) 


their own suggestions the usefulness the concept workable 
competition standard for antitrust policy, court decisions actually 
bringing the legal concept monopoly more nearly into conformity 
with the economic concept were arousing grave concern among business. 
men. 

Articulate and influential lawyers, whether they saw the doctrine 
workable competition crude tool for blunting the impact the 
antitrust statutes delicate instrument for separating socially desir. 
able from anti-social business practices, and good market structures 
from bad, clamored for change the antitrust statutes. Public policy 
should directed towards maintenance effective, not pure, com- 
petition. Not all competition good; not all bad. Big business not 
confused with monopoly. But separating the sheep from the 
goats one should rely primarily performance. Competition, whether 
among industrial pygmies industrial giants between the two 
groups, effective when performs well. 

Oppenheim, his 1952 article, “Federal Antitrust Legislation: 
Guideposts Revised National Antitrust Policy,” engendered the 
creation the Attorney General’s National Committee Study the 
Antitrust Laws and furnished blueprint for its deliberations. ap- 
plying the rule reason and determining the workability any 
particular industrial arrangement, Oppenheim would have the ad- 
ministrative agencies and the courts all the relevant eco- 
nomic factors bearing upon the interaction structure, behavior, and 
accomplishments.” Oppenheim’s article bore fruit. year after its pub- 
lication the Attorney General announced his intention establish 
National Committee Study the Antitrust Laws. 

The Committee’s recommendations for statutes 
were with few exceptions relatively minor, but its advice the courts 
and administrative agencies was profound significance. its analysis 
trends the application the statutes, the Committee commended 
the courts when they examined all the relevant economic factors 
determine their significance public welfare, and looked with skep- 
ticism decisions applying the doctrine per violation. 

Although not always agreeing detail with the economists who have 
specifically rejected the concept workable competition criterion 
for gauging antitrust violations, too have viewed with oft-repeated 
skepticism proposals incorporate the principle into either the ad- 
ministration the interpretation antitrust statutes. article 
entitled Rule Reason, Workable Competition, and the Legality 
Trade Association Activities,” analyzed the concept workable 
competition and the rule reason and reached the general conclusion 
that the vagueness both made them unacceptable standards 


antitrust enforcement. then examined length, the light the 
rule reason and the concept workable competition, the develop- 
ment antitrust law and its application the activities trade 
associations, demonstrating how deceptive the standards were likely 
prove. observed that businessmen are told that concerted action may 
restricting competition promote the general welfare, they are entitled 
know the appropriate limits such restriction. they are told that 
concerted action restrict competition unlawful, they proceed col- 
lectively their own risk. Outlawing concerted action restrict com- 
petition far more certain guide business behavior than setting 
the vague and debatable principle workable competition. And con- 
cluded that the nation rely free private enterprise guide 
economic processes, workable competition applied concerted action 
dangerous principle. 


THE ULTIMATE GOAL effective management information systems 
keep all levels management completely informed all developments 
the business which affect them. The experience the present, al- 
though limited, makes possible some prediction the evolutionary 
process these systems business and government. will evolution, 
not revolution with sudden dramatic breakthroughs and the rapid 
creation fully developed management information systems using 
electronics. the achievement this beneficent evolution, patience 
and belief the long-term advantages are required management, 
rather than the aim for immediate returns that characterizes paperwork 
data-processing projects. 

the predictable future, the systems-data-processing activity can 
expected assume increasingly important organization role and 
will come identified management-oriented process. The de- 
mands this new role will bring substantial upgrading the systems- 
data-processing manager’s job. 

The need for uniting all the disciplines required resolve informa- 
tion systems problems will regarded fundamental. While the 
identity and integrity special techniques (operations research, data 
processing, and systems and procedures, for example) will protected 
and maintained, the need for group problem solving will knit these 
activities into single, high-level organizational unit. Further, can 
anticipate synthesis the work organization planners and systems 
designers, since information systems will designed simultaneously 
with organization patterns and specific job responsibilities. 

Essentially, improvements management decision making wiil arise 
because three basic processes. The quantification selected data 
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will substantially improve not only the amount facts specific 
report bearing specific decision area; will also improve the 
formation content. Decision making will also based the evalu- 
ation wider range alternatives and current factual data, rather 
than intuition and the extrapolation historical data. The 
pact decision one functional area other functional elements 
business will more easily measured and, result, more 
comprehensive view the business can taken. This should lead 
decisions which optimize the company’s goals rather than the goals 
any particular department. 

Ultimately, both the number and content middle management 
jobs will affected, particularly the area planning. This develop- 
ment will not come for many years, perhaps even decades, but eventu- 
ally middle management men will reduced number. The functions 
and responsibilities top management, our picture the future, 
will not affected, except work progresses the “non- 
programmable” decision areas which are difficult handle through 
sophisticated data management will have more 
precise base for its decisions. this future which speak, there will 
also increasing centralization the processing data, but this 
should not adversely affect the decentralization authority and opera- 
tions any extent. 

The development and implementation major information 
systems program will long process. The long-term planning, anal- 
ysis, design, and implementation that make well-planned program 
will succeed only the project has the firm support interested 
management willing work for the long-term objectives the 
program. With the continuing development the program, course, 
some immediate economic and operational benefits will attained, 
but the realization these benefits should viewed means 
end, not end themselves. Management should recognize the 
apparent open-end character the information system program and 
the consequent need establish program development continuing 
process. This not say that the information systems effort will 
continuing drain company resources. 

The basic problem faced management supporting the long- 
range objectives the information-systems program will keep 
the program focus. Adherence the long-range objectives the 
program will not easy task, view the apparently urgent, 
immediate project needs various departments. may expedient 
follow the lead some companies which have two basic sections 
their systems departments. One these sections deals with immediate 
systems problems. The second works advanced systems planning and 


system research and responsible for long-range information-systems 
planning and development. 

One thing certain: the increased interest the part manage- 
ment data processing and the increasing use these systems for 
management information purposes will have the effect raising the 
systems-data-processing activity the organization. The title “vice 
president data not restricted insurance and banking. 
has now appeared public utility and chemical manufacturing 
concern. 

Although most data-processing systems have focused paperwork, 
they have not led the mass layoffs clerical workers which were 
predicted several years ago many writers. The net effect, generally, 
has been gradual decrease clerical hiring requirements, permitting 
the normal rate turnover the clerical force accomplish any 
planned reductions. 

The major effect data processing and related business-systems 
techniques management functions facilitate the decision-making 
process. This will accomplished giving the manager accurate and 
timely information with which measure more precisely the economic 
and operational consequences decision. The decision cannot 
automatic response the information input. The manager’s judgment, 
and the responsibility for the consequences, will not transferred 
data-processing system, least not the foreseeable future and never 
the area top management decision making. 


THE MOST OBVIOUS FUNCTION civil defense measures save lives 
all-out war which the enemy starts. the popular image, this 
the only utility which civil defense measures can provide. The general 
public apathy toward civil defense can explained terms this 
rather restricted image its role national strategy, combined with 
two expectations: that thermonuclear war does occur, will 
destructive that any prewar measures for protecting the population 
will turn out futile, and that very unlikely occur anyway. 

suggest that all-out nuclear war not likely involve massive 
attacks cities from the outset. The first blow more likely 
directed the defender’s nuclear forces, and civilian casualties from 
the blast effect this blow would limited areas around nuclear 
force installations, which might course include some large cities. 
Aside from this unavoidable by-product effect the counterforce first 
strike, the enemy might wish avoid cities order maximize his 
chances saving his own. the Soviets decide start the war, their 
primary objective will disarm the United States the strategic 
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nuclear level, not kill many people they can. this reasoning 
correct, there may well time, after the initial strike, for people 
undamaged areas get into shelters before fall-out reaches them, 
before the war enters city-busting phase. There may even time 
evacuate some portion the urban population safer rural areas. 

There reason believe, then, that millions lives could saved 
relatively cheap program civil defense limited construction 
and stocking fall-out shelters, supplemented plans for evacuating 
cities, and instruction such things how get shelters, how 
decontaminate, the amount time required for outside radiation 
fall safe level, etc. 

Civil defense preparations also might contribute the establishment 
bargaining position after the enemy’s first blow. had evacu- 
ated all the population our largest cities fall-out shelters, would 
able threaten much more credibly that would hit the 
cities failed terminate the war our terms. The enemy’s ad- 
vance recognition that had this capability put our urban popula- 
tions quickly into place relative safety might help deter his 
initial strike. However, might have just the opposite effect sug- 
gesting that were seriously interested limiting our own damage 
war, civil defenses might indicate that expected retaliate with 
discrimination and caution, thus reducing the enemy’s expectation 
damage. 

The urgency civil defense and all other capabilities, including 
offensive counterforce capabilities, which might thought desirable 
for mitigating our costs all-out the presumed ef- 
fectiveness our deterrence. war believed very, very unlikely, 
then even moderate measures civil defense may waste resources. 
From this follows that choice must made between civil defense 
and the accumulation and protection strike-back capability. 
are sure having strike-back force sufficient deter attack, the case 
for civil defense, from the purely defensive point view, must rest 
the possibility that may miscalculate the offensive requirements for 
deterrence, that the Soviet leadership may act irrationally, that 
war may break out accident. 

But civil defense has another contribution the deter- 
rence Soviet and satellite moves Europe and Asia. The credibility 
our threat retaliate against such moves depends partly the 
Russian image the amount damage would suffer result 
Soviet counterretaliation. Civil defense, this role, complement 
the offensive counterforce capability well the active air 
defense cities. ability move the bulk our population into 
places shelter advance our first strike would surely increase the 


chances, Soviet calculations, that would carry out such strike 
under sufficient provocation. But, here again, the utility civil defenses 
interdependent with the amount offensive capability decide 
have. should decide abandon the whole idea deterrence 
Europe and Asia the threat massive retaliation and not try 
have even the facade sufficient first-strike capability, then the utility 
civil defense for this form deterrence would zero. sum, the 
value civil defense varies inversely with the presumed deterrent 
potency our strike-back offensive capability, and varies directly with 
the size our first-strike capability, long the latter not large 
provide itself absolutely effective deterrent. 


THOSE WHO HAVE ADOPTED the strategy staying put, evidently sub- 
scribe, more less actively, the proposition that “the job should 
seek the man” rather than vice versa. This, opinion, good 
rule follow whenever practicable. appears generally true that 
the man who waits tends, among other considerations, the most 
favorable trading position. 

Notwithstanding the basic consideration favor staying put, 
necessary recognize that live and move constantly changing 
world. are not the process changing companies, our com- 
panies are changing around us, and our functions are being reorganized. 
must, perforce, plan our job strategy accordingly. 

There are, course, great many reasons for changing jobs 
various age and experience levels, all which would quite impos- 
sible generalize about, let alone evaluate. matter what the osten- 
sible reason any individual instance, always useful examine 
its own merits for the purpose developing intelligent modus 
operandi. Why you are leaving always has significant bearing what 
you are going next and, greater less degree, upon your 
prospects for the future. 

Take, for example, the case man ten years out college, who 
had come the conclusion that wanted live and work another 
part the country where could get his roots down and settle his 
family for the long run. own advice this predicament was seek 
out his the company’s headquarters and talk all out, but 
was inclined feel that such course was now out the question. 
had discussed the matter with his immediate superior, the factory 
manager, who was strongly convinced that should not make issue 
his personal reasons for wanting move, lest damage his reputa- 
tion and his career prospects creating the impression that the com- 
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pany came off second best his thinking and that perhaps his business 
judgment was not always the best. 

the course winding his affairs his old job, was necessary 
for him visit the company’s headquarters plant, where stopped 
pay his respects his former boss, the vice-president for manufac- 
turing. The latter made bones his opinion that our hero had used 
“damned poor judgment” not putting his cards the table with 
him and had ruined his prospects brilliant career the company 
burning his bridges behind him. then went describe the 
kind future they had planned for him all along, and ended 
saying that they would, however, take him back without prejudice, 
provided only that figure out some way extricate himself from the 
mess was and released from his unwise commitment. 
made the long trek back the new plant, made clean 
breast the whole affair, and, somewhat his surprise, was released 
without recrimination sadder but wiser man. 

Just what meant “the strategy changing jobs” bound 
vary good deal depending upon whether you happen 
position exercise the option changing jobs not. you are, 
becomes possible plan the strategy changing jobs and the same 
time keep such important considerations timing the move, your 
trading position, and the matter compensation pretty well within 
your own control. But you are not that position, the strategy 
changing jobs takes entirely different aspect. this situation, 
have observed repeatedly tendency dash madly off all directions 
once, and without much rhyme reason. This the time, above all, 
when patience and reflection are cardinal virtues. This time for 
self-evaluation and professional orientation the time for making 
plan and planning strategy changing jobs, that once both 
realistic and practical. 

The question restudying your career objectives must have vital 
bearing the direction your new job campaign going take. Once 
this question settled realistically and new Resume carefully pre- 
pared, the third phase getting ready for effective placement according 
well-conceived plan for conducting new job campaign becomes 
the important consideration. has with the question where 
go, whom see, and what say when you get there. 

All the baffling questions that have answered anyone who 
must plan the strategy changing jobs were encountered man 
acquaintance who lost his job general manager business 
services organization. Fortunately, with separation leave full year 
with pay, his margin delay was adequate. After considerable soul 
searching, remembered the place where had made the wrong turn, 


and, plotting his future course the direction indicated his basic 
aptitudes and interests, succeeded hitting upon the right objective 
for job the area creative planning instead general 
administration. 

There were two weapons this man’s armament which, turned 
out, were the greatest value. One was Profile himself, and the 
other unusually well-documented Resume. The Profile was sent 
certain friends, upon whom hoped depend for references the 
right places, order give them enough the detail concerning his 
professional growth and development that they could supplement 
their statements about him. 

the process getting ready for effective placement has been useful 
the younger men finding and changing jobs appropriate situa- 
tions, might not prove equally useful career planning device for 
those who are staying put? the type Resume that developed 
this process valuable the prospective employer basis upon 
which evaluate young man’s qualifications for employment the 
first place, why should not prove equally valuable his present 
employer basis upon which evaluate his qualifications for 
bigger and better job the organization? not, then, hold the 
hollow our hands new technique for management appraisal and 
executive selection? The only thing wanting practical program for 
implementing it. 

The program that have mind would take the form Career 
Planning Seminar for Middle-management Personnel. This seminar 
would offered limited number men, and 
any others with executive potential. Such policy indeed would have 
particular force and effect companies genuinely interested encour- 
aging their younger men adopt “the strategy staying put.” 

Self-analysis and direction finding, regular intervals, should 
matter primary interest and concern all career-minded young men 
well management. The opportunity indulge this sort 
activity within the framework program sponsored the manage- 
ment and under its auspices would not only their liking, but 
would, the same token, yield important morale-building benefits. 

should emphasized that the proposed Career Planning Seminar 
for Personnel does not compete any way with 
other programs designed promote and accelerate executive growth 
and development. 

cannot said too often that the process getting ready for 
effective placement just important those consciously planning 
improve their job status within the organization those 
planning change jobs. Through this process new body informa- 
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tion made available management, providing new insights for the 
judicious appraisal executive potential and enabling the discovery 
hidden talents among those who are able demonstrate their 
readiness assume new responsibilities and their fitness for positions 
executive leadership. 


Comment John Chapman, associate editor the Harvard Business 
Review: 


his Foreword Allan Rood’s book, Dean Teele, the Harvard 
Business School, shrewdly observes that the accelerating rate change 
the central fact the future, and brings into focus one the most 
important problems confronting management today shortage 
men with advanced skills the new technological fields and the field 
business administration. then goes point out that education 
and reeducation have become lifetime jobs for the professional manager 
who would keep abreast the accelerating rate change. 

Though Mr. Rood has addressed himself the outset college un- 
dergraduates who are ambitious find their place and make their way 
business and industry, has designed “Job Strategy” also for the 
college alumnus and his contemporaries. For the manager who, through 
continuous study, sees himself outgrowing the opportunities his 
present job aspiring goals beyond those his present company, 
there detailed advice how plan and negotiate change. Beyond 
this, the author devotes his attention also the forward looking 
business executive who has begun realize the urgent need for better 
way select his top management team the members are shape the 
future course his business successfully. this group men key 
positions, Mr. book will serve guide not only determining 
more systematically what candidates choose for tomorrow’s key 
positions but also planning how hold and upgrade younger col- 
leagues who show outstanding management potential. 


CAN THE MAN WHO MUST worry about getting the most out the sales 
force give enough thought the marketing problem tomorrow? Can 
the executive who his neck problems with the marketing 
budget, the advertising campaign, the smooth-running introduction 
new product pay proper attention the big, basic changes must 
face the future? sounds like least two-man job. And that’s 
exactly what the adherents “experimental marketing” say is. 

Essentially, experimental marketing splits marketing action and 
marketing planning. siphons off all those increasingly important cere- 
bral marketing functions and gives them segregated, separate-but- 
equal status within the company. The important thing that the man 
charge the line function making money from day day would 
different man than the one charge looking ahead. 

This concept experimental marketing was first given wide exposure 
speech made early the summer Seymour Kroll, market 
research manager. Since then has been picking backers everywhere. 

The reason for this widespread acceptance that the theory points 
the way solutions some the knottiest marketing organizational 
problems. Among these problems are such timeless questions as: how 
insure that proper emphasis placed both long-range planning 
and day-to-day problems; how improve communications between 
technically oriented researchers and line-oriented marketers; and how 
direct marketing research activities into the most efficient and profit- 
able channels. 

Here are the major functions experimental marketing outlined 
Mr. Kroll. would: Evaluate marketing policies and products 
determine they are tune with present and future needs. Develop 
new marketing strategy wherever needed put the company per- 
manently ahead competition. Evaluate marketing ideas gathered 
from all parts the company. Help implement new theories and 
techniques into the day-to-day marketing operation. Assist the chief 
executive officer coordinating the activities marketing, production, 
research and create the most efficient and meaningful operation. 
This, course, assumes that the company’s over-all objectives are 
synonymous with its marketing objectives. 

perform those functions properly, the experimental marketing 
section would have include number operations now usually 
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found big heap labeled Such operations would 
similar those existing many companies today. There enough 
difference, however especially how each relates the 
warrant closer look: Marketing research. All too often, marketing 
research unconsciously spun off the main body marketing and 
seldom used realistic, fully worthwhile way. Under experimental 
marketing, would valuable service and important part 
larger operation. Its tasks would spelled out meaningful manner, 
and the results obtained would interpreted the light broader 
situation people who were neither all researcher nor all marketer, 
Economics. Similarly, the economist many companies today 
the position consultant the decision-makers. part the ex- 
perimental marketing team, however, would formally established 
part theoretical team charged with the responsibility reaching 
decisions about probable happenings. short, economics would 
integral, not auxiliary, marketing planning. Operations research, 
This newer function than either the first two and, because 
somewhat more expensive, not nearly wide use today. But will 
grow more and more companies see the need for it. effective 
experimental marketing department would not only point the need 
for operations research, but would insure that its efforts were properly 
channeled all times. Product planning. This would the same 
now, except that would tied more closely the scientific end 
marketing. The experimental marketing department would also 
probably able more effective job tying product planning 
research and development, for other reason than would 
definition working very closely with that department. Operations 
coordination. This the key the success experimental marketing. 
This the function which looks outside for problems potential 
problems, translates them research problems, assigns them priorities, 
processes them through experimental marketing, evaluates results 
terms practical marketing, and, necessary, translates results into 
practical terms and helps implement them the marketing line. This 
section the communications link between line operation and research, 
and between the whole marketing planning function and the rest 
the company. 
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THIS MAY INTEREST YOU 


She Editor 


Not too long ago heard talk given Mr. J.L. Robertson, member 
the Board Governors the Federal Reserve System. The topic for 
discussion was the decision-making process within the Fed. outlined 
three major areas which require decisions. First, decisions must 
made about the provision services the financial This 
involves such operations check-clearing, automation, and emergency 
procedures. Second, decisions must reached with respect the 
supervision banks. Regulations must administered, 
bank-examination procedures must supervised, and new banks must 
approved. Also, questions relating the proper amount competition 
between banks have answered. 

The third, and biggest area decision-making, relates the Fed's 
function being the central bank the U.S. The goal decisions 
this area, Mr. Robertson affirms, supply much money and 
credit the country needs without eliciting boom and bust cycle 
the economy. Although the Fed can control the discount rate and 
reserve requirements, and can increase decrease the scope its 
open market operations, there are many factors that affect the economy 
which the Fed cannot control, declared. Those would include size 
the national debt, public psychology, and savings habits. other 
words, the Federal Reserve's monetary policy only conducive 
economic well-being will not guarantee it. 

Since the decision-making process unavoidably influenced the 
background those who make the decisions, was interesting have 
Mr. Robertson provide thumbnail sketches members the Board 
Governors. One member was former president the New York Stock 


| 
| 
q 4 
q 
“ore 
4 q 
4 
q 
| q 
7 
‘ 


Exchange and Export-Import Bank, and former assistant secretary the 
Treasury. Another was the former president bank, the 
only member bring such point view the Board. Other members 
include lawyer, economist, small-businessman, and agricultural 
expert. 

Governor Robertson stated that over period time the 
agenda the Board systematically covers all the operations the 
Fed. The meetings are very informal, and dissents are not usually made 
public. The Board's staff continually processes problems brought 
its attention, and lists the various pros and cons acting the 
problems, and then submits them appropriate member the Board 
who decides whether not the problems should placed before the 
entire Board. 

With regard the world economy, was emphasized that 
technical gimmicks can assure the international stability the dollar 
internal monetary and fiscal discipline not practiced. 

the discussion period which followed his address, Governor 
Robertson revealed that there nothing the present Administration 
that tends produce more "planned than past 
Administrations. also declared that not now favor 
international reserve bank because present there not enough 
world-wide cooperation ensure success. 

revealed that not opposed having the term the 
chairman the Board Governors begin and end with that the 
President, but does feel that the proposed central economic group, 
which would have influence over federal agencies, including the 
Reserve System, would not good for the Fed because its independence 
would diminished too much. 

answer question, Mr. Robertson declared have lot 
learn from what Germany has done increase her rate economic 
growth; namely, she has done much more than the U.S. fostering and 
promoting foreign trade. Replying another query, asserted that 
the Fed's abandonment its "bills preferably" policy means that 
"someone's going embarrassed and won't the Fed." 
Elaborating, said that concentrating open market purchases 
long-term governments the Fed effect eliminating long-term 
market, and the Treasury will find very difficult lengthen its 
position. 


One the goals abandoning "bills preferably" was push down 
the long-term rates, thereby stimulating investment plant and 
equipment the business community. But those rates have not 
decreased, said Mr. Robertson. Another hoped-for result switching 
Fed open-market purchases from bills long-term governments was 
increase the short-term rate check the balance payment 
difficulties caused the outflow short-term funds seeking higher 
rates abroad. Mr. Robertson believes there was never such outflow 
due short-term differentials. Such outflow, affirmed, 
"figment the This, opinion, was the most 
controversial aspect his talk. 

Mr. Robertson would have brought the long-term rates down 
pursuing easy-money policy through the purchase bills; when the 
bill rate decreases will the long-term rate. 

Turning from Mr. Robertson's address, would like call your 
attention some rather pertinent remarks made W.B. Murphy, 
president the Campbell Soup Company. his speech, entitled 
Preserving Private Enterprise, Mr. Murphy commented that, while one 
would deny there are things our society which must done 
government, the continuous expansion government into 
activities that can better done through private initiative that 
concerns those who believe the principles our free enterprise 
system. pointed out that government does not have nationalize 
everything move country away from democracy. The critical 
factor government regulation, not ownership. 

But more often than not, continued, and labor have 
brought down government regulation their own heads the misconduct 
few their members." Much regulatory legislation can traced 
failure "to follow the standards economic conduct which all 
know sound. And once control established, seldom 
withdrawn, 

Mr. Murphy observed that the general trend "would seem indicate 
that there are some inherent faults our economic system that make 
necessary have more and more government controls make our 
economy grow that there are many abuses which government controls 
must correct." then questioned that there are such inherent faults. 
What must do, affirmed, make sure that abuses few 
people not detract from the strength and virtues our economic 
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system. Business must "not provide the excuses the reasons that 
bring more 

"Those business," declared, "have not merely minimum 
obligation act within the law, but the further obligation exert 
leadership disciplined high ethical standards. When there 
failure this responsibility, when standards degenerate, the drift 
toward greater government regulation accelerated. ...it 
belief that the cure for this drift lies much with business and 
labor with our legislators and government administrators." 

Taking issue with those who say that the only responsibility the 
corporation make profit for stockholders, Mr. Murphy considers 
such viewpoint overlooking few basic facts modern life. 
Elaborating, stated that American business integral part 
our society and serves that society. "Business not simply way 
life. is, for most the hours, the way life today." 

Profits, course, are important. Mr. Murphy continues, "it 
long jump from saying profits are important saying that 
business can operated most profitably and the best interests 
the stockholders thinking only terms inmediate gain. ...It 
true that company cannot for long march out step with the society 
which exists." 

summarize, "good ethics good And most businesses 
believe that, and perform accordingly. so, why the drift 
greater government regulation? The Campbell Soup president provides 
this answer: "There over-all underestimation the vital 
importance the private enterprise system, and failure protect 
from erosion businessmen, labor leaders, and legislators. The 
men business and labor who realize the problem have not found way 
discourage the minority who their actions provide the excuse for 
more and more government regulatory action. ...we are letting the few 
who abuse their free enterprise privileges swing the whole trend 
our government legislation." 


With best wishes, 


William Falcon, Editor 
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THREE RECENT ACTIONS Washington which promise change White House Studies 
the relationships between government and the business firms and col- Changes Business Role 
leges which have been doing government work are: Nation’s Business, Vol. 49, No. 10, 
President Kennedy has ordered the Bureau the Budget October 1961, pp. 31-33, 75-76 

the advantages and disadvantages federal contracts with private 
companies and institutions compared with the government doing its John Corson 

work. The study center contracts for research and develop- 

analytical studies, advisory services, and technical supervision 

weapons systems and other programs operated systems basis. These 

are primarily military contracts. 

The Department Defense launching thoroughgoing analysis 

its vast procurement activities. Secretary Robert McNamara and 

his assistant secretary for installations and logistics, Thomas Morris, 


are concerned, the one hand, with the Department’s substantial 
dependence limited number suppliers, and the other hand, 
with the effect large-scale government procurement has whole in- 
dustries and the national economy. 

The government has adopted new policy governing the evalua- 
tion bids when one contractor proposes use government facilities 
and others propose use their own, combination private and 
government, facilities. The Department Defense has eliminated the 
principle that private manufacturing plants should given preference 
costs were not disproportionately high. 

recent years, the government has been hiring out more and more 
work, while also increasing federal activities. draws the best brains 
business, the universities, and nonprofit institutions keep ahead 
research and development. The policy has been: federal gov- 
ernment will not start carry any commercial-industrial activity 
provide service product for its own use such product service 
can procured from private enterprise through ordinary business 
channels.” 

Congressional committees complain that private industry hiring 
scientists and engineers away from government paying them too 
much; that some defense contractors have charged the government too 
much; that government creating monopolies dealing with the same 
contractors too often. Businessmen, the other hand, complain that 
the government using procurement practices designed for buying 
mass-produced items when, fact, wants only research and develop- 
ment small lots items such missiles spacecraft. They complain 
that profits are steadily being whittled down, that legitimate costs are 
not being allowed, and that government agents tell contracting firms 
how run every detail their business. 

When private firm contracts large way for government business, (21) 
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alters its status private enterprise several basic ways. The nature 
the traditional entrepreneurial risk changed. many instances, 
most the plants, tools and laboratories are owned the government 
because there can little certainty the long-run need for such 
investment when technology changes and, hopefully, look forward 
real peace. 

unprecedented problems, government also assumes risks when 
plans specifications are changed, and the usual terms contract, 
“cost-plus” “fixed price incentive,” were designed limit risks still 
further. the other hand, the contractor face face with the major 
risk that his contract will cut back canceled military plans 
change appropriations are reduced. addition the 
freedom limited. Some usual costs doing business may not 
allowed. will subject pressure subcontract with small 
business with firms not his choosing and will subject wage 
and employment regulations doesn’t meet when selling 

The increase government contracting has had least four effects 
American industry: 

First, has channeled large proportion government business 
through relatively few firms. Few corporations each field have the 
highly skilled and experienced engineers, scientists 
who are required. Fewer still can combine with such staff the demon- 
strated managerial capacity handle contracts involving large team 
suppliers and tens hundreds millions dollars. However, 
should not overlooked that thousands subcontractors take part 
the projects managed the prime contractors. 

Second, firms that rely government business have been divided 
into three groups the systems managers, the subsystem producers, and 
the parts suppliers. you want systems management contract you 
must able manage development whole weapon. You would 
contract for each the components, handle scheduling, financing, and 
coordinate the efforts subcontractors. Under this sort contract, 
private firm acquires great economic power. Hence, system management 
contracts have been attacked the ground that private firm should 
entrusted with such great range decisions. 

Third, type company has emerged whose very existence depends 
government business. Such companies have been called the captive 
corporations American industry. When corporation finds itself 
such state dependence, what policy does adopt guarantee 
survival? Probably most such corporations have tried get out from 
under developing commercial products. few companies, the 
theory that the Cold War will continue many years, have thrown them- 
selves fully into seeking large share the government market. 
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What the government’s policy toward such corporations? Essen- 
tially, shown congressional hearings, the policy treat each 
company competing enterprise, but such policy impractical 
and not followed. Government does, fact, try keep its suppliers 
going. 

Related the problem the captive corporation the captive 
community. Many major industrial areas, and many smaller communi- 
ties, well, are dependent the continuance such contracts for 
resident companies keep their workers work. 

Fourth, the nonprofit organization has been born. The nonprofit 
organization both the child and the servant government. Critics 
the nonprofit organizations claim that they are primarily device 
enable government department get around civil service salaries and 
rules and that their costs are excessive. 

When something like fifth our gross national product represents 
government expenditures, the problem becomes how ensure that the 
government capable the vast contracting job that the Cold War 
and the rapid march technology force upon it, and how will utilize 
the fullest the private business firms and educational institutions for 
the roles which they are needed and best suited. 


Editor’s Note: This article presented not example objectivity, 
but informative illustration the journalistic diet digested 
members the nation’s largest union. The use various semantic 
techniques arouse emotion revealing. Among other things, 
interesting note that Hoffa, while suing various officials the AFL- 
CIO for libel, refers Senator McClellan 
“hatchet man” (not included the abstract below), and one who 
uses the technique cheap politician.” 


ONE WAS SURPRISED the final week before Congress adjourned 
when John McClellan introduced Bobbie Kennedy’s latest GET 
HOFFA bill which would make illegal for Teamsters strike. was 
indeed surprising, however, that even this demagogue would infer that 
over one and half million rank-and-file Teamster members are not 
loyal Americans. September 19, 1961, the Senate floor, McClellan 
introduced Bobbie Kennedy’s bill with speech greased with all the 
lubricants and techniques vicious propaganda. was sly and clever 
subterfuge. 

McClellan calls Harry Bridges the top Communists the 
and one the most important from the standpoint interest 
the Soviet Union.” Then stated that “the Hoffa-Bridges association 
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will open opportunity for Communist infiltration the 
with the strong possibility that Bridges will ultimately dominate both 
unions.” most vigorously resent this sly innuendo the man whose 
record the U.S. Senate places him level with all-time foes the 
working men and women America. would remind McClellan that 
the grave-side markers the battlefields throughout the world are 
lasting tribute the loyalty Teamster members who have stepped 
from the cab their trucks who have marched out the 
warehouses the recruiting station serve their country time 
need. 

Senator McClellan represented the people Arkansas well 
Bridges represents the members his union, citizens Arkansas would 
not working for wages low cents hour. told the Senate 
was introducing his bill when did, near the session’s conclusion, 
give other senators time study its “complex terms” after Congress 
adjourned. McClellan’s timing was the technique cheap politician, 
not honest effort give time study. timed give news. 
papers, radio, and television time create labor hysteria before Con- 
gress reconvenes. timed coincide with the end the 
cooling off injunction levied against the maritime unions. 

Here’s what McClellan’s bill would do: Amend the Sherman Anti- 
Trust Law, and other statutes, make unlawful for any labor union 
act concert with any other labor group even sister local 
the same international engage any strike against 
employer engaged transportation persons freight between two 
more states. would illegal for Teamsters strike, picket, 
boycott, place companies the unfair list. Included this applica- 
tion anti-trust would the railroad brotherhoods and the maritime 
unions. what the anti-trust laws apply now? goods shipped 
between the various states. McClellan’s regard for Americans working 
transportation that they are different than load dirt 
commerce. 

But know the difference between commodity and human 
being. tragic that few our lawmakers have never earned day’s 
pay with their hands, have never had put paycheck into sweat 
soaked bill fold the pocket dirty overalls. tragic that 
Clellan doesn’t know Americans human beings. 

hope from the bottom heart that organized labor realizes the 
latest McClellan onslaught for what the final phase the nation’s 
anti-union movement element destroy America’s free labor move- 
ment has been destroyed Russia. 

What the real threat this country? free labor movement? 
Or, rather those politicians who piously claim protect our 


beliefs against the onslaught Communism, when, fact, they never 
understood the meaning American freedom, long-ago forgot what 
our forefathers fought for, never really subscribed the Bill 
Rights the first place? 

Congressmen and senators are returning home now that Congress has 
adjourned. And, Brothers and Sisters, better look them up. 
better talk them, let them know what you think McClellan’s pro- 

reduce you the same status bale cotton shipped from 
the fields the mills fed machine. The test here, and 
simple. Will American working men and women stand remain 
free, are they too apathetic protect their rights? 


conscious organizational planning for the succession 
process, well the conditions for its occurrence, have been inves- 
tigated sample 108 small manufacturing companies 
Christensen and reported his book Management Succession Small 
and Growing Enterprises. The selection companies was made the 
basis accessibility and cooperativeness rather than any planned statis- 
tical sample defined universe small companies. The typical com- 
pany the sample family-owned manufacturing firm with 
management group numbering five six and fewer than one hundred 
employees. 

Implicitly Christensen’s presentation, plan for succession con- 
sidered consist three elements, all which must antedate the 
actual succession interval months: (1) the designation the 
successor the predecessor appropriate higher authority, which 
small company may involve bringing “crown from 
outside; period apparently effective training the successor- 
designate the top management tasks the particular organization; 
and (3) acceptance the planned succession the successor-designate 
himself and other major figures who could later successfully dispute 
the succession. 

Christensen proposes the following principal reasons for lack plan- 
ning small companies: 

Size management group: The smaller the firm, the more difficult 

Growth: Growth conducive planning for succession; where 
absent, planning less likely. 

Ownership: Smaller firms are more likely family owned and 
managed; this makes planning for succession difficult there 
available successor within the family. 

Predominance short-term problems: ‘The manager small 
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firm likely concerned largely with the problems day-to-day 
operation, and may not have the time ability train 

Outside counsel: Small firms are less likely have access outside 
advice that might encourage planning for succession. 

Retirement: Managers small firms are frequently position 
refuse retire, which case planning for succession likely 
postponed, successor-designate may become impatient and leave. 

Procrastination: Managers small firms often have the attitude 
that “time will produce successor,” attitude that excuses lack 
planning and may also serve postpone further. 

secondary analysis the data collected Christensen has 
cated the following: 

The median length service the company presidents about 
years. somewhat higher than this for founders companies and 
lower for nonfounders, and still lower for managers who were not 
principal owners. 

There strong association between planning for succession and 
subsequent profitability. 

Management ability appeared have two different effects the 
succession process. companies which the manager’s son was the 
potential successor, low level competence his part seems have 
delayed both planning for succession and the succession itself. Second- 
ly, among all companies which unplanned succession had oc- 
curred, subsequent company profitability appears associated posi- 
tively with the successor’s ability. 

These results largely support the conclusions the original study. 
addition, however, they suggest change emphasis the con- 
clusion concerning the effects company size, growth, and ownership 
upon succession planning: these factors appear affect the 
planning rather than its likelihood. addition, the analysis indicates 
that management ability plays larger part than was suggested the 
original study. While hardly surprising that managerial ability 
found related company performance, the analysis goes beyond 
this revealing the particular ways which ability interacts with the 
succession process produce its effect. 

The general pattern the succession-planning that appears under- 
lie the results that decision problem extending over time. During 
the latter part the manager’s career, succession begins loom asa 
problem requiring action. there son (or son-in-law nephew) 
the principal owner, then the first possible successor considered. 
appears interested and competent, then action taken 


assure his succession and see that gets adequate training; that is, 


plan formulated. 


there son, but too young, not interested, appears 
borderline ability, then decision postponed see whether 
will become interested and/or whether further experience lower 
management positions will increase his competence sufficiently for him 
the successor. the meantime, however, the company without 


plan, and the death forced retirement the manager brings 


about succession anyway, then the son likely the successor. 
there has been change his level interest competence, then 
not likely have the full support other organization members. 
Because this problem because makes poor decisions the profit- 
ability the company likely decline. 

there son, then present members management are con- 
sidered possible successors. Here, the likelihood that there will 
someone sufficient ability considered successor greater 
larger, growing companies where there level management 
between the president and the shop foreman; therefore plan can 
readily formulated. 

Finally, there one within the company who can considered 
for succession, then outsider sought, and the same factors size, 
growth, and ownership influence the attractiveness the position and 
hence the amount delay getting plan for succession formulated. 


WITH THE APPLICATION mathematical-scientific approaches manage- 
ment problems and the progressive use automatic data processing, 
the question arises what way can future periodic budgeting im- 
proved? Before quest for reform can considered necessary 
make distinction between the immediate future and the long run. 
There doubt that ultimately will desirable “optimize” 
within our budgeting models, but only long the mechanism for 
optimization does not restrict the budgeting procedures other direc- 
tions impose upon them other oversimplifications. 

seems opportune develop approach which has the advantage 
applying the whole enterprise and which eventually may 
utilized combining sub-optimization models for individual depart- 
ments. Traditional budgeting suffers from the shortcoming includ- 
ing too small number possible alternatives from which choose 
determining the “most satisfactory” solution. Besides, 
ognize that the traditional budget, even flexible budget, very 
adjust suddenly changing conditions. Our present pro- 
posal therefore rests the simple assumption that model which 
permits the calculation larger number alternatives based 
more numerous variables, and eventually changing param- 
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eters, would yield better approximation the ideal but unattaip. 
able optimum solution. This could made possible means 
tronic computers and system simulation. construct model for such 
task requires the translation traditional budgeting system into 
algebraic terms. 

More and more accountants realize that soon they will working 
highly mathematical atmosphere whether they desire not. also 
must borne mind that few decades ago modern algebraic 
tions were not applied all, least not the economic sciences. 
due these notational devices that concise and yet general presen- 
tation made possible. 

are convinced that long accounting methods are acceptable 
the industry the mere change mathematical formulation will 
advantageous for several reasons: (1) can considered prerequisite 
for applying electronic data processing certain accounting problems, 
(2) articulates the structure the accounting models and illuminates 
accounting methods from new point view, revealing many facets 
far neglected unobserved, enables general and hence more 
scientific presentation many accounting methods, (4) facilitates the 
exploration new areas, thereby accelerating the advancement 
accounting, and finally (5) leads more sophisticated methods and 
might help lay the foundation for close cooperation accounting 
with other areas management science. 

far, spite recognizable endeavors, the vocabulary manage- 
ment science still constitutes “foreign” language many accountants, 
and before embarking upon construction budgeting model for 
simulation purposes becomes advisable subject the concept 
“system simulation,” and its use management scientists, some in- 
vestigation. 

The advent electronic data processing systems seems have 
opened the door experimental ventures for the economic sciences 
mainly through the channel simulation.” Such experiments 
are course different nature than those the physicist, but they 
enable the mental reproduction large number alternative 
situations and thus help determine satisfactory not approximately 
optimal solutions. might think System Simulation sort 
management wind tunnel used pretest many suggested changes 
and eliminate much needless experimentation with the real people, 
machines and facilities. contrast the tunnel,” the simulation 
models the management scientist are analytical analog models 
which frequently incorporate probability concepts. 

Simulation may have some appeal accountants, and indeed the 


traditional approach periodic budgeting can, with some imagination, 
regarded simulation model. The test for the existence sim- 
ulation approach the selection satisfactory solution from alterna- 
tives, even reflected the preparatory work the budget rather 
than the coordinative level the budgeting model itself. this 
coordinative level the budget could interpreted series 
alternatives; here the purpose calculating conditions under various 
output levels serves primarily adjust the budget for suddenly chang- 
ing output conditions, while changes the product-mix, wage rates, 
material prices and other costs are rarely given consideration. simu- 
lating the firm through budgeting model should 
the flexibility into these other directions. Therefore major purpose 
the proposed project provide for multi-dimensional variability 
flexibility the budget. 

our budgeting model have used those hypotheses generally 
accepted budgeting textbooks well actual practice. Their 
present acceptance certainly enough justification for using them 
starting point for the construction framework which, due its 
general formulation, should flexible enough adaptable more 
refined hypotheses. This model, fully spelled out, consists several 
hundred simultaneous equations and intended for experimental use 
various enterprises. order understand the model symbolic 
form, knowledge higher mathematics required. 

order show how this budgeting model serves particular purpose 
actual practice, try indicate the various steps necessary for 
the implementation such simulation system: The existing budget- 
ing system will have examined and translated into mathematical 
terms, step step, each sub-budget for itself. The complete model 
now has translated into machine language, conveniently way 
automatic coding system and the necessary flow diagrams. 
Values must assigned the exogenous variables and the pa- 
rameters, based the data, estimates, forecasts, and past experience 
the enterprise. One has decide how many combinations 
alternatives” shall computed. After this preparatory work the 
computation the electronic data processing system can carried out 
and the output should yield the budgeting data the firm simulated 
under large number different conditions. Finally, case 
internal external changes data during the business year 
computation with the newly assigned values—but the original com- 
puter program can carried out. this way revised budget can 
calculated rapidly; furthermore one can afford compute revisions 
more frequently than this possible under present circumstances. 


The mathematical details the 
budgeting model, which appear 


the original, have been 
omitted from this abstract 
because space limitations. 
Ed. 
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World Business 


Abstracted with permission 

the editor from 
International Management, 

Vol. 16, No. 11, November 1961, 


MAJOR CONCERNS the 600 business leaders the 
Industrial Conference held San Francisco September included: 
strengthening private enterprise, especially the developing 
and the development better managers. The idea the Conference 
was for the participants from developing well industrialized na. 
tions explore mutual interests. 

One the speakers took private business task for its “discourag. 
ing” record explaining its part the process economic develop. 
ment. Figures were produced that suggest that private investment, 
private loans, participations, and export credits have accounted for 
40% all assistance flowing the developing nations over the past 
years. called for new diplomacy precede, second, and 
protect private business abroad,” complement public diplomacy. 

Many speakers indicated their conviction that aggressive business 
leadership can work developing can work with the 
usually nationalistic governments there. Several speakers stated flatly 
that developing nations, economic planning and central 
usually bete noire may basic condition for private 
enterprise’s success. 

Management development even more essential newly-industrial- 
izing lands. Speaking all the aid extended international 
tions and others, someone asked “whether there has not been tendency 
allocate too much effort machines and factories, and too little 
human beings who will essential run them.” 

series research studies the National Industrial Conference 
Board, presented the Conference, backed the discussion with facts 
and scholarly argument management development eight coun- 
tries. reports progress, although some countries considered 
insult suggest that successful top manager might benefit from 
exposure information about scientific management.” 

The executives San Francisco agreed that the shortage qualified 
managers slows growth individual companies well nations. 
They agreed too that even the most qualified manager inhibited 
shortage information basic problems business in- 
creasingly competitive world. 

matter greatest concern has, paradoxically, little solid informa- 
tion that management can turn to. That the complex business 
international cost comparisons. Knowledge limited. Where does 
exist, usually filled with statistical traps (figures are seldom com- 
parable) and sometimes with emotion (high-tariff advocates seize 
wage cost comparisons press their point). 

Yet research international cost comparisons going forward 
Western Europe and the U.S.A. especially. The latest was undertaken 


be 


preparation for the International Industrial Conference San 
Francisco. Called Costs and Competition: American Experience Abroad, 
the new study based 249 separate sets cost data for products 
made both the U.S. and foreign plants 1960 and early 1961. 

One the most interesting aspects the present report the com- 
parison with five years ago. The Conference Board found that: 

“The net result the many and diverse changes manufacturing 
costs the U.S.A. and abroad since 1956 appears narrowing 
world cost differentials. Products made higher cost abroad have 
tended become somewhat less expensive, and those cheaper pro- 
duce abroad have lost some that advantage.” 

briefly note some the findings the report: 

industrialized areas the world, American firms manufacture 
lower costs than home; less industrialized areas, higher costs are 
more prevalent. 

Expenses for materials abroad exceed similar charges the U.S. two 
times out three. Despite greater output per man-hour the U.S., 
domestic manufacturers are seldom able match the unit labor cost 
abroad. 

Selling expenses abroad are uniformly lower. Lower salaries, more 
extensive use distributors, and generally smaller promotion efforts 
account for much the difference. 

Costs the and the European Economic Community are notably 
all categories but materials. Higher costs tend more prev- 
alent Canada. Latin America and Australia are decidedly high cost 
areas. Within Latin America, Brazilian and Argentine costs are great 
deal higher. 

The Americans report that their profit margins tend somewhat 
greater abroad. Yet the unit costs and profit margins local competi- 
tors appear similar those the U.S.-owned plants given 
country. 

Disregarding volume and other short-run factors, U.S. 
management believes its foreign unit costs will continue lower 
than home. But, says the Conference Board, cost does not seem 
the reason why Americans manufacture overseas. They either 
because limitations their exports because found the 
best way capitalize foreign market potentials. 

Results study presented the Conference indicate that investing 
businessmen differ with governments what they regard the major 
factors influencing the decision invest. Above all incentives, the in- 
vestors emphasized nation’s prospect for planned, orderly growth 
and apparently were not much impressed special government lures 
and promotional effects. 
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Most large companies appear have foreign investment program 
implemented opportunities arise. What attracts their attention? 
The factor most frequently mentioned was personal contacts made 
company executives traveling abroad. And the most important factors 
outside the company that lead investments are proposals from foreign 
industrialists. 

What deters investment? cases where investment had been 
considered but not undertaken, the main deterrent was political in. 
stability, followed government limitations ownership. Apart from 
these, the main economic reason was simply that return capital 
seemed insufficient. 


Some Legal Aspects 
Computer Use 
Business and Industry 
The Journal Industrial 
Engineering, Vol. 12, No. 
July-August 1961, pp. 289-291 


Roy Freed 


Member the law firm 
Ballard, Spahr, Andrews 
Ingersoll 
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EDP like many other machines methods doing things, 
can either the cause accidents or, under other circumstances, the 
means prevent them. Where EDP systems under design might fail 
function properly operation and cause injury, desire avoid the 
penalties the law might require the inclusion them extra control 
features. There might occasional situations where the user the 
system would accept design compromises and risks inconvenience 
his own operations avoid greater design costs, but will unwilling 
expose himself lawsuits and their imponderable expense, when 
apprised the danger. Doing good job thus requires the ability 
spot those situations advance that intelligent decision can 
secured which course action take. This involves some famil- 
iarity with the legal rules that apply. 

glance two hypothetical EDP situations which negligence law 
would apply will indicate the types real life events behind the dis. 
cussion legal rules and procedure follow. explosion causing 
extensive damages persons and property occurs chemical plant 
controlled EDP unit. airplane manufacturer fails utilize 
EDP system predetermine the structural characteristics its new 
models, and its craft are involved serious accidents because flaws. 
each case, law suit results. 

essence, negligence law requires that persons causing harm 
others through carelessness pay compensatory damages. Under it, lia- 
bility based legal fault. places financial burden persons who 
fail exercise sufficient foresight avoid accidents. corollary, 
places such burden anyone whose acts cause harm but who could 
not have anticipated and avoided the accident. The test whether the 
malefactor exercised the care that would expected imaginary 
“reasonable man” under the same circumstances. 

Who measures the sufficiency foresight the due care reason- 


able man, the lawyers tag it, and how does it? The legal proce- 
dure provides some guides clues the scope the test the form 
prior decisions, but places considerable leeway the hands the 
deciding body. 

Negligence law predominantly the result everyday human expe- 
rience, not the product legislative action. The courts developed the 
controlling principle, and they give vitality deciding the many 
widely diverse cases brought them. Thus, the law really how the 
courts have ruled particular fact situations and how lawyers believe 
they would rule the future. 

When negligence claim gets court, the test liability normally 
applied jury laymen guided ultimately most cases their 
own experience deciding what reasonable man would have done. 
specifically qualified person may testify directly the negligence 
the defendant’s acts, except medical malpractice cases. Evidence 
may introduced precautions taken and those available. Fre- 
quently, protective measures become more efficient and more numerous 
technology develops, and the precautionary burdens reasonable 
men become greater that process. Furthermore, customary practices 
field activity may shown, although they should not have 
conclusive effect because the variability fact situations. Hence, the 
more widely type protective device used for certain purpose, 
the more likely that would considered due care adopt for 
that purpose. But constant attention must given its adequacy. 

Since the test negligence subjective, the personal attitudes 
the jury members toward the subject matter each case well 
toward the respective litigants inevitably play important role the 
ultimate decision. the case EDP devices, some people may favor 
their use, and hence sympathetic toward their users critical 
their nonusers, because they are considered modern, efficient, 
infallible. Others might strongly disfavor their use out feeling that 
they displace people are unreliable because they lack human judg- 
ment. 

most cases, jury supposed decide what reasonable man 
would have done just prior the accident prevent it. EDP tech- 
nology has number special aspects meriting mention this con- 
nection. the first place, the key most systems the program, and 
that established function for considerable period the future. 
Mistakes made programming may not have their impact until long 
after. Or, changed, unanticipated operating conditions may introduce 
hazards into properly designed program. Hence, caution suggests that 
programs reviewed continually insure that they will avoid ac- 
cidents. Similarly, where EDP units are utilized warn prevent 
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hazards, due care their initial selection may become carelessness 
subsequently developed more efficient devices are ignored. dynamic 
field like EDP, this possibility also requires constant attention the 
adequacy protective measures taken. This especially because 
manufacturers and publishers are prone dramatize the capabilities 
new EDP developments, that way enlarging public expectations 
from the devices. fact, there always danger that juries may un. 
consciously evaluate the adequacy precautions taken long previously 
terms current technology. 
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FEBRUARY 1960, six leading Latin American nations (Argentina, 
Brazil, Chile, Mexico, Paraguay, Peru and Uruguay) signed the Treaty 
Montevideo designed establish free trade popularly re. 
ferred the Latin American Common Market. Great hopes have 
been placed that program important stepping-stone toward 
increased industrialization and inter-american trade through the grad- 
ual elimination tariffs, quotas and other obstacles imports and 
exports goods, and hence towards higher level living. 

Economic cooperation amongst Latin American countries has come 
about only through the initiative the Latin American nations them- 
selves. For the short run, the failure the United States support 
energetically the southern program implies that the Latin American 
nations, which participate the program, must rely their own 
efforts for the program’s success and, given their meager resources and 
certain other obstacles mentioned, one cannot see this circum- 
stance very promising beginning. 

the extent that economic and political motives actions can 
all neatly separated, preoccupations with economic betterment play 
the determining role the conception and framing the Latin Ameri- 
can program. The momentous and steadily increasing difficulties the 
Southern hemisphere fluctuating low prices for their exports, infla- 
tion, population growth, unemployment and malnutrition the face 
rising levels living other parts the world, including the 
planned economies, have been the incentive towards concerted action. 

The Montevideo Treaty not likely create, nor constitute factor 
in, international conflicts. The significance this for the future that 
economic cooperation among South American nations may less 
successful the short run the urge exploit given political 
situation less prominent but more the long-run, since single 
nation threatens its economic might usurp the benefits the 
program. 

call the Latin American common market perhaps 


committing injustice the forward-looking social scientists and 
politicians who participated framing it. Nevertheless, instead 
being device for the rapid betterment living conditions, common 
market might become tool for economic and social 
structure which many now consider obsolete and which might preclude 
the very improvements which the program purports seek. 

The Montevideo Treaty ignores social issues completely. Its Arti- 
cles deal with the reduction and final elimination over period 
twelve years—of tariffs and other restrictions trade between participa- 
ting nations, and except for future plans for agricultural developments 
reference made future agreements deliberations other 
matters. Most Latin American industries are faced with relatively small 
markets and operate predominantly “imperfect” competitive con- 
ditions. economic cooperation developed into protective system for 
monopolies, its success could threatened the dissatisfaction 
restless and socially conscious population whose enthusiastic support 
really depends. the past monopolies have been associated rightly 
wrongly with high rates profits and other features believed 
anti-social. Hence, effective ways and means for maintaining some de- 
gree competition, close government control over production, dis- 
tribution and pricing need planned. 

Latin American nations, where the demand for similar standards 
and measures made often irrespective whether the economies can 
them, public antagonism may turn against program suspect 
maintaining the quo”: there, common market must stand 
fall with the contribution can make, believed able make, 
improved economic and social structure. 

common market offers unique opportunity, and perhaps the last 
hope, for achieving equitable structure and for developing social 
policies and institutions genuinely democratic basis. This does not 
imply that looked upon substitute for national efforts. 
Not only should the partners the Montevideo Treaty concerned 
with the equalization working conditions, wages economic se- 
curity, but there must striving for better terms employment; there 
must careful planning for raising nutritional levels, more equal 
income distribution and the elimination racial prejudices. Econo- 
mists cannot concern themselves only with the economic aspects co- 
operation disregarding social facets development and theorize 
the classical manner that the abolition custom duties quotas will 
develop competitive market economy with happy ending for every- 
one concerned. 

The common market planning process should include not only the 
determination types industries their location, but also the 
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specific products best suited Latin American countries. 
would the rapid effectuation distribution essential 
amongst the largest possible number consumers; hence 
the level living the many, minimum expense. Today South 
American industries often produce goods which few consumers 
afford buy and for which the ability expand sales highly 
pendent upon the general economic situation. 

significant that public opinion Latin America has been 
thetic with respect the common market and the preparations the 
Montevideo Treaty. Lack common enthusiasm real danger 
the success international program cooperation, designed lift 
the masses out the squalor poverty their own efforts. One way 
overcome this might include the planning deliberations not 
only the representatives the elected governments, but also representa. 
tives strong minorities, including, course, industrial and 
cultural labor groups. 

the common market cannot draw vast pool experts, 
litical pressures may become the most important criterion the selec. 
tion development plans. Therefore, one the first tasks should 
sist organizing the collection and distribution 
cluding the collection statistics, research into technological and 
scientific achievements. There could more profitable long-run 
investment the member states the economic union than the 
mediate creation Common Market Academy, financed the 
dividual countries, devoted the exploration and spreading 
edge, the training planning experts, and the granting fellowships. 
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